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During 1973 the Canadian economy 
benefited from strong growth in major 
industrialized countries, the devaluation 
of the North American currencies, and 
the expansionary monetary and fiscal 
policies that were maintained for most 
of the year. The result was an exception- 
al increase in Canadian production, an 
unprecedented rise in employment, and 
the elimination of most of the slack in 
the economy. But, as the year pro- 
gressed, bottlenecks were encountered, 
deliveries became slower, backlogs de- 
veloped, and selective labour shortages 
appeared. Despite the rise in em- 
ployment, however, unemployment 
remained high. 


While Canada experienced strong 
growth in 1973, inflationary price 
increases were recorded for many 
goods and services. Food prices con- 
tinued to be a major contributor to infla- 
tion, and over the next years they could 
be markedly affected by the size of feed 
crops in 1974. 
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INTRODUCTION 


Other factors that may also aggravate 
inflationary pressures in future are the 
effect of energy shortages on supplies 
of goods; the increases in posted oil 
prices and their influence on world 
liquidity and the balance of payments of 
external advanced economies; and the 
aftermath of the discontinuation of con- 
trols in the United States. 


In the following pages the Economic 
Council's appraisal of Canadian eco- 
nomic performance is summarized, and 
the economic performance targets are 
outlined. Three principal social indica- 
tors, described in more detail in the 
Eleventh Annual Review, are introduced, 
and the Economic Council’s recommen- 
dations are listed. 
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READER’S NOTE 


In the Eighth Annual Review the Eco- 
nomic Council proposed ‘‘the develop- 
ment of a set of statistical measures to 
monitor the changing conditions of our 
society over a broad spectrum. of 
concerns.’’' The economic performance 
indicators introduced by the Council in 
its Ninth Annual Review are designed to 
provide a framework for the assessment 
of past performance and future growth 
patterns and to serve as temporary 
objectives or ‘‘medium-term targets. ’’? 
These indicators, which are revised and 
updated annually, are reference points 
for attainable economic performance in 
the medium term. As such they are an 
integral part of the Council’s approach 
to economic policy-making that involves 
the setting of targets, assessment of 


‘' Economic Council of Canada, Eighth 
Annual Review: Design for Decision- 
Making (Ottawa: Information Canada, 
1971)4 0. Tal 


? Economic Council of Canada, Ninth Annual 
Review: The Years to 1980 (Ottawa: 
Information Canada, 1972), p. 92. 


economic performance, formulation of 
recommendations, and the harmoniza- 
tion of public and private economic 
decision-making. 


In the Eleventh Annual Review the 
concept of social indicators is suggest- 
ed in order to broaden the scope of the 
indicator framework.? In a sense the 
Council is advocating the development 
of an array of indicators for social activi- 
ties that would parallel some of the 
measures of economic concern, such as 
Gross National Product and the unem- 
ployment rate. Social indicators should, 
however, presently be regarded only as 
monitoring devices with some potential- 
ly significant insights for policy and 
planning. The economic performance 
indicators and_ social indicators, 
although discussed separately here, are 
in principle part of the same set of 
measures of the social system. 


° Economic Council of Canada, Eleventh 
Annual Review: Economic Targets and 
Social Indicators (Ottawa: Information 
Canada, 1974). 
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performance indicators, 1972-76 and 1973-77 


The areas for which economic perform- 
ance indicators are used by the Eco- 
nomic Council to assess past perform- 
ance and to serve as targets are listed in 
the table, and the targets for 1972-76 
and the new ones for the 1973-77 period 
are compared. 


In the following charts, the 1976 target 
level implicit in the average rate of 
change recommended in the Tenth 
Annual Review is shown as a black dot; 
the white dot represents the target pro- 
posed in the Eleventh Annual Review. 


Proposed Averages" 


1972-76 1973-772 

Gross National Expenditure 6.0 5.5 
Consumer expenditures 5.9 5.0 
Total investment 9.0 8.2 
Machinery and equipment ‘i 12.0 9.5 
Nonresidential construction 12.2 
Residential construction AES) 2.0 
Government current expenditures 5.0 5.0 
Exports of goods and services 6.0 4.5 
Imports of goods and services ES) 6.0 
Real disposable income per capita 4.2 3.8 
Total output per person employed 2.4 2.4 
Output per person employed in manufacturing 45 4.0 
Total employment 3.4 3.0 
Differential between Canadian and foreign prices? tos tos 
Number of housing starts (thousands per year) 245 245 
Rate of unemployment in 1976 and 1977 (per cent) 45 4.5 


For Gross National Expenditure and its components, as well as real jisposable income and 
productivity, the targets are average annual percentage changes calculated in 1961 dollars. The 
indicator for employment measures the percentage change in the number of persons employed. 
The differential between Canadian and foreign prices is expressed in percentage points. 


1973 is the base year to which the average annual percentage changes apply; 1974 is a year of 
transition for calculation purposes; 1975 to 1977 are the years to which the indicators apply for 


policy purposes. 


Absolute difference between the percentage change in CPI in Canada and the percentage change 
in the weighted index of consumer prices in the U.K., the U.S., West Germany, Japan, France, and 
Italy. The value of the indicator proposed in Table 3-1 of the Tenth Review implied a differential of 


+0.5 percentage points. 


gross national expenditure 


Billions of 1961 dollars The growth rate for the Gross National 

tone geale) Expenditure indicator is reduced from 6 

to 5.5 per cent as the slack that 

Annual per cent change : : : 
fe) remained in the economy following the 
Targets 

90 oe oe gk 1970 slowdown was almost completely 

=z r : taken up in 1973. The economy can only 

1) . a grow as its capacity to produce real 

80 1970 1971 1972 1973 1972-76 1973-77 goods expands. 
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During the two-year period extending 
from the end of 1971 to the end of 1973, 
the Canadian economy was inflating at a 
higher rate (+) than its principal trading 
partners. Canada’s price performance 
has improved (—) relative to that of 
other countries since early 1974. This is 
not however attributable to lower rate of 
price increase in Canada but to marked- 
ly higher price pressures elsewhere. The 
+ 0.5 percentage point relative differen- 
tial between Canadian and foreign 
prices, as proposed in the Tenth Annual 
Review, is retained for the 1973-77 
indicator. 


relative price performance 


Percentage points 


2.0 same 
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consumer expenditures 


Billions of 1961 dollars 
(ratio scale) 


Annual per cent change 


Targets 
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1969 1970 197] 1972 1973 


1974 


1975 


1976 


1977 


The consumer expenditures indicator is 
set at 5.0 per cent, following its strong 
performance in 1973. This revision is in 
line with the modification to the GNE 
growth target for the 1973-77 period. 
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real disposable income per capita 


4 4 : 5 1961 dollars 
The indicator for real disposable income (ratio scale) 


per capita is reduced slightly to 3.8 per 
cent, reflecting the reduction in the 


target for real output growth. 3,000 
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government current expenditures 


Bienes cute l doliai= : Government current expenditure growth 
(ratio scale) _ ¥ 

_ , ————— has been relatively stable in recent years 

Annual per cent change : le and is expected to remain so over the 


104 1973-77 period. The indicator remains 


15 : Targets — 

7 43 49 4y 80 | 50 unchanged from the 5.0 per cent value 
14 proposed in the Tenth Annual Review. 
13 1969 1970 197) 1972 1973 1972-76 1973-77 


1969 1970 1971 1972 1973 1974 1975 1976 1977. 


total investment 


The indicator for total investment is low- eitions Orie Cole 
ered to 8.2 per cent, reflecting a differ- — 
ent mix and time path for major energy- 
related investment in line with develop- 25 
ments since the Tenth Annual Review 


was released a year ago. 
20 
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nonresidential construction 


Billions of 1961 dollars This year we have separated the private 
(ratio scale) fixed investment indicator into its major 
ue Annual per cent change fe) components —- nonresidential construc- 

bos Oo tion, and machinery and equipment ex- 


6.0 13 79 penditures. This allows the construction 
7. industry to be separately identified in 
ee the indicator framework and provides 
ere es / a a standard against which progress 
towards more stable growth in this 
industry can be measured. The target 
for investment in nonresidential con- 

struction is set at 12.2 per cent. 
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machinery and equipment 


The target for machinery and equipment 
spending is set at 9.5 per cent. The 
higher rate for nonresidential construc- 
tion than for machinery and equipment 
expenditure reflects the larger nonresi- 
dential content of energy-related invest- 
ment, as well as some catching-up of 
plant capacity. 


(ratio scale) 
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housing starts 


Thousands of units The target for housing starts remains at 
Wratlo-aesls) 245,000 units per year, on average. 
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investment in residential construction 


5 4 A . Billi f 1961 doll 
The target for investment in residential pears cnet 


construction is increased to 2.0 per 
cent, reflecting a reassessment of ex- 
penditures per start. 
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exports 
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Billions of 1961 dollars Both the export and import targets have 
EB IEE) 2 os been reduced substantially from 6.0 per 
cent and 7.5 per cent to 4.5 per cent and 

Annual per cent change 1. 6.0 per cent, respectively. The down- 


ward revision to exports is largely a re- 

flection of the much weaker external 
es economic conditions confronting 
Canada than were envisaged a year ago. 
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In the case of imports, the lower target pens creel ens 
rate is indicative of both the delay in the ea ee 
implementation of major energy-related 

projects and the reduction in the target 

rate for total output in the Canadian 

economy. 25 
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total output per person employed 


Thousands of 1961 dollars , The target for output per person 

(ratlo'scale) = 225 : Lan ao A employed remains unchanged from its 
Annual per cent change ee OO ed 2.4 per cent level in the Tenth Annual 
oe ae oo Z : . Review. 
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output per person employed in manufacturing 


In the manufacturing sector, the indica- He ee 
tor for output per employee is revised 200 


downward to 4.0 per cent. This would 
appear to be a more realistic figure, 
given the pressures on capacity in a 
wide range of manufacturing industries 
in 1973. 
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employment 


Millions of persons 
(ratio scale) 


Annual per cent change 


Targets 
fF) 34 30 


, Bagel () 
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1977 


The decrease to 5.5 per cent in the 
indicator for Gross National Expenditure 
affects mainly the rate of employment 
growth, which is reduced to 3 per cent. 
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unemployment 


Per cent 


The target of 4.5 per cent for unemploy- SRabOURTOreS 
ment is retained for 1977. This is in line 7.0 

with continuing upward movement in 
participation rates, although not at the 
same rapid pace as in 1973. 
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SOCIAL INDICATORS 


The change in rates between 1951 and 
1972 for prime-age (35 to 64 years) mor- 
tality is shown in the chart. The total 
prime-age mortality rate (excluding 
accidental and violent deaths) de- 
creased by only about 16 per cent 
between 1951 and 1972, or from 703 per 
100,000 to 591 per 100,000, with the rate 
decreasing much more for women than 
for men (about 28 per cent versus 7 per 
cent). 


Deaths per 100,000 
(ratio scale) 
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health: prime-age mortality 
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environmental indicator: urban ambient air quality 


City pollution index 


Although the urban air quality indicator 


Hy implies that the overall quality of urban 
air in Canada improved between 1971 

25 and 1973, by approximately 13 per cent, 
the city pollution index illustrates that 
air quality varies considerably from one 

20 city to another. 
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housing: crowding index 


Housing quality, as measured by the Crowding index 
crowding index (number of persons per 90 

room), has generally improved in recent 

years. However, in spite of this overall 

improvement, many households still live 

in unacceptably crowded conditions, ‘ 
and considerable regional and local dif- 
ferences remain, as well as differences 
associated with certain socio-economic 
characteristics. 
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RECOMMENDATIONS 


recommendation 1 


We recommend adoption of the interim 
performance indicator values for the 
years 1973 to 1977, including the new 
indicators for investment in machinery 
and equipment and_ nonresidential 
construction. 
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recommendation 2 


Recognizing the international origins of 
much of the inflationary pressure felt by 
Canada and other countries over the 
past decade, and bearing in mind the 
importance of the role played in the 
inflationary process by the growth of the 
money supply in the leading industrial 
countries and the very rapid increase in 
monetary assets and liabilities not sub- 
ject to central banking control, we 
recommend vigorous support by 
Canada for initiatives directed at secur- 
ing co-operative international control 
over such monetary assets and liabilities 
and the growth of international currency 
reserves. 
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recommendation 3 


In dealing with the persistent food-price 
problems, we recommend the continued 
use of selective measures to increase 
food supplies and stimulate farm pro- 
duction rather than the adoption of any 
general system of food-price controls. 


recommendation 4 


We recommend that, when the principle 
of indexation is adopted in the public or 
private sector, a single general index be 
applied irrespective of the groups or the 
categories of incomes involved. 


recommendation 5 


We recommend that the federal and 
provincial governments” allow’ the 
domestic price of oil to move to interna- 
tional levels over the medium term, and 
that they inquire into, and encourage, 
the adoption of energy-conserving 
practices. 
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recommendation 6 


We recommend that the federal and 
provincial governments, in formulating 
their fiscal policies, carefully consider 
the effects of taxes and inflation on the 
total supply and disposition of savings; 
that they examine the feasibility of pro- 
viding further incentives to personal 
savings, preferably in forms that do not 
affect the structure of portfolios avail- 
able to savers; and that they recognize 
the need to sustain an appropriate long- 
term flow of business savings. 
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recommendation 7 


recommendation 8 


a 


We recommend. that co-ordinated 
efforts be made by the federal govern- 
ment through the Central Mortgage and 
Housing Corporation and by the appro- 
priate provincial and municipal authori- 
ties to provide more effective incentives 
to encourage the renovation, improve- 
ment, and enlargement of existing low- 
quality dwellings. Since smaller urban 
areas tend to have a higher proportion 
of crowded housing than larger centres, 
the federal and provincial governments 
should make special efforts to aid these 
smaller urban areas to take advantage 
of the provisions encouraging renova- 
tion activity. 


We recommend that efforts should be 
made by the Federal-Provincial Confer- 
ence of Deputy Ministers of Health to 
ensure that the data produced by the 
organizations responsible for the 
administration of the provincial medical 
care and hospital insurance plans are 
consistent, comparable, and sufficient 
for the development of national 
morbidity-based health indicators. To 
this end, we suggest the Conference 
should meet during the course of the 
next year specifically to begin discus- 
sions on this matter. 
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recommendation 9 


We recommend that, under the auspices 
of the Canadian Council of Resource 
and Environment Ministers: 


a 


a comprehensive, consistent, and 
continuous air-pollutant monitoring 
system be established in all urban 
areas of 50,000 population or more; 
in urban areas of over 10,000 popu- 
lation with poor air ventilation for 
significant periods of time; and in 
other areas containing industrial 
plants that emit large amounts of 
airborne’ pollutants -— taking into 
appropriate account the technical 
and financial implications involved; 


aid and other encouragement be 
given to research for the purposes 
of determining more precise stan- 
dards with respect to the acceptable 
ambient air concentrations of each 
major pollutant, or combinations of 
these pollutants, consistent with 


human health and well-being and 
the maintenance of the physical and 
natural environment; 


standardized approaches be em- 
ployed to compile, on a regularly 
updated basis, emission inventories 
for all areas for which ambient air 
quality monitoring is deemed neces- 
sary; and 


efforts be made to understand how 
pollutant emissions, the transforma- 
tion of pollutants in the atmosphere, 
meteorological conditions, and 
other factors combine to produce 
the observed ambient air quality 
over major urban centres - using 
the expertise that can be found in 
many provincial ministries, federal 
departments and agencies, universi- 
ties, and _ private corporations 
throughout Canada. 


